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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!

Sample study guide, visit https://finra-series6.examzify.com
for the full version with hundreds of practice questions 4

SAMPLE



Questions
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1. What is the purpose of securities laws enforced by the SEC?
A. To regulate the sale of real estate
B. To protect investors and maintain fair markets
C. To manage retirement funds
D. To control interest rates in the economy

2. If an investor does not use Specific Identification when selling securities,
the IRS assumes __________________.
A. Last-in, first-out (LIFO)
B. First-in, first-out (FIFO)
C. Average cost basis
D. Any method at their discretion

3. Which education savings option imposes income limitations on
contributors?
A. 529 Plan
B. Coverdell Education Savings Plan
C. Custodial Accounts
D. Traditional IRA

4. How are withdrawals from a Traditional IRA treated for tax purposes?
A. Tax-free regardless of age
B. Partially taxed based on contribution
C. Taxed as ordinary income
D. Taxed at a capital gains rate

5. Who typically charges a commission for executing trades?
A. Investment advisers
B. Bank managers
C. Broker-dealers
D. Credit analysts
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6. What is the maximum amount a donor can give to a 529 plan without
incurring gift tax?
A. $10,000
B. $13,000
C. $15,000
D. $20,000

7. In a Non-Qualified Annuity, how is the payout taxed?
A. Fully taxable at the federal, state, and local level
B. Taxed only at the federal level
C. Taxed only at the state level
D. Tax-free

8. What tax status applies to early withdrawals from a Roth IRA if conditions
are met?
A. Subject to capital gains tax
B. Tax-free
C. Taxed at ordinary income rate
D. Subject to additional taxes only

9. What is the full form of the acronym SEC?
A. Securities and Exchange Commission
B. Standardized Exchange Committee
C. Securities Evaluation Corporation
D. Self-Exchange Commission

10. What information does not appear in a preliminary prospectus (red
herring)?
A. Final offering price
B. Estimated costs
C. Company overview
D. Market analysis
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Answers
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1. B
2. B
3. B
4. C
5. C
6. B
7. A
8. B
9. A
10. A
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Explanations
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1. What is the purpose of securities laws enforced by the SEC?
A. To regulate the sale of real estate
B. To protect investors and maintain fair markets
C. To manage retirement funds
D. To control interest rates in the economy

The purpose of securities laws enforced by the SEC is primarily to protect investors and maintain fair and
efficient markets. These laws are designed to ensure that investors have access to material information
regarding the securities they are investing in, which helps them make informed decisions. By requiring
transparency and honesty from companies that issue securities, these laws work to prevent fraud and
manipulation in the markets.  Additionally, the SEC's oversight extends to ensuring that all investors are treated
fairly and that there is a level playing field in securities trading. This includes enacting regulations that govern
the behavior of market participants, including brokers, advisers, and investment companies, fostering an
environment where market integrity is upheld.  Other choices related to the sale of real estate, managing
retirement funds, or controlling interest rates do not fall within the specific scope of the SEC's mandate
regarding securities laws. Real estate sales are typically governed by different regulations, retirement funds
operate under various guidelines that may not involve the SEC, and interest rates are controlled by the Federal
Reserve rather than securities laws.

2. If an investor does not use Specific Identification when selling securities,
the IRS assumes __________________.
A. Last-in, first-out (LIFO)
B. First-in, first-out (FIFO)
C. Average cost basis
D. Any method at their discretion

When an investor does not explicitly choose a method for identifying which shares of stock are sold during a
transaction, the IRS defaults to the First-in, First-out (FIFO) methodology. This means that the shares that were
purchased first are assumed to be sold first. This is important for calculating capital gains or losses because it
can significantly affect the amount of tax owed.  The FIFO method typically results in lower capital gains when
prices are rising, as the investor is selling shares that had a lower purchase price compared to more recently
acquired, higher-priced shares. This leads to potentially higher capital gains if the sale occurs during a market
upswing.  Employing FIFO is a standard practice for accounting and tax purposes unless the investor specifically
uses the Specific Identification method, wherein they designate which shares are being sold. This aspect
highlights the necessity for investors to actively manage their trade confirmations and transaction records to
ensure they align with their intended tax outcomes.
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3. Which education savings option imposes income limitations on
contributors?
A. 529 Plan
B. Coverdell Education Savings Plan
C. Custodial Accounts
D. Traditional IRA

The Coverdell Education Savings Plan imposes income limitations on contributors, which means that
higher-income individuals may not be eligible to contribute directly to this type of account. Specifically,
contributions to a Coverdell ESA are phased out for individuals whose modified adjusted gross income (MAGI)
exceeds certain thresholds, making it less accessible for those in higher income brackets.  This feature
distinguishes the Coverdell ESA from options like the 529 Plan, which does not have a cap on income for
contributors, and custodial accounts, which are designed for minors and are subject to different tax rules rather
than income limitations for contributors. Traditional IRAs also have income limits, but these apply primarily to
the deductibility of contributions, not to the ability to contribute itself, which is why the Coverdell Education
Savings Plan is the appropriate choice in this context.

4. How are withdrawals from a Traditional IRA treated for tax purposes?
A. Tax-free regardless of age
B. Partially taxed based on contribution
C. Taxed as ordinary income
D. Taxed at a capital gains rate

Withdrawals from a Traditional IRA are taxed as ordinary income when funds are taken out. This taxation occurs
because Traditional IRAs are funded with pre-tax dollars. Therefore, individuals receive a tax deduction for
contributions to the account during the funding years, which means that taxes are deferred until the money is
withdrawn.   When a person withdraws funds from a Traditional IRA, the amount withdrawn is considered taxable
income and must be included in the individual's gross income for that tax year. This is true regardless of the
individual's age at the time of the withdrawal, although there are additional penalties for withdrawing funds
before reaching age 59½, barring certain exceptions.  The other choices reflect misunderstandings of how
Traditional IRAs operate. Withdrawals are not tax-free, as they are subject to income tax. They are not partially
taxed based on contributions, as all withdrawals are treated uniformly as ordinary income. Finally, the
withdrawals are not taxed at a capital gains rate, as Traditional IRA withdrawals do not qualify for capital gains
treatment since the funds are taxed as income rather than investment gains.

5. Who typically charges a commission for executing trades?
A. Investment advisers
B. Bank managers
C. Broker-dealers
D. Credit analysts

Broker-dealers are financial firms or individuals that facilitate the buying and selling of securities on behalf of
clients or for their own accounts. They generally charge commissions for executing trades, which is a primary
source of their revenue. The commission is typically a percentage of the trade value or a fixed amount charged
per transaction, which is disclosed to the client in advance. This role is essential in the securities market, as
broker-dealers connect buyers and sellers, providing liquidity and efficient price discovery.  In contrast,
investment advisers typically charge fees based on a percentage of assets under management or flat fees for
their services, rather than for executing trades. Bank managers focus on banking services and may not be
involved in the trading of securities. Credit analysts assess the credit risk of organizations or individuals and do
not engage in trading activities, thus they do not charge commissions related to trades.
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6. What is the maximum amount a donor can give to a 529 plan without
incurring gift tax?
A. $10,000
B. $13,000
C. $15,000
D. $20,000

The correct answer regarding the maximum amount a donor can contribute to a 529 plan without incurring gift
tax is based on the annual gift tax exclusion. As of the most recent tax regulations, the annual gift tax exclusion
allows individuals to gift up to a specified amount to any individual without triggering the federal gift tax. For
2021, this exclusion was set at $15,000 per donor per recipient.  However, contributions to a 529 plan have a
unique provision that allows donors to front-load contributions. This means that donors can make a lump-sum
contribution that utilizes several years' worth of the annual exclusion, allowing for a much larger total
contribution without gift tax implications if they follow the proper rules.   The amount of $13,000 indicated in the
answer corresponds to the previous annual gift tax exclusion amount before it was increased to $15,000 in
2018. Currently, with the adjustment of the exclusion amount, individuals can contribute up to $15,000 to a 529
plan without incurring gift tax, making the maximum contribution much more favorable for planning education
savings.  Understanding the annual exclusion amount is key to maximizing contributions to a 529 plan without
gift tax considerations, which is beneficial for education funding strategies.

7. In a Non-Qualified Annuity, how is the payout taxed?
A. Fully taxable at the federal, state, and local level
B. Taxed only at the federal level
C. Taxed only at the state level
D. Tax-free

In the case of a Non-Qualified Annuity, the payout is fully taxable at the federal, state, and local levels because
the contributions made to the annuity have already been taxed as income when they were initially earned.
However, the growth of the investment, including any gains earned in the annuity, is tax-deferred until the money
is withdrawn. When payouts are made, they are regarded as ordinary income, meaning that the entirety of the
earnings portion of each distribution is subject to income tax.  In addition, depending on the state and local
regulations, the payout may also be subjected to state and local income taxes. This means that the answer
accurately reflects the tax implications associated with a Non-Qualified Annuity, portraying a comprehensive
understanding of how these financial products are treated from a taxation standpoint at various government
levels. Understanding this is crucial for individuals considering the financial obligations associated with annuity
distributions.
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8. What tax status applies to early withdrawals from a Roth IRA if conditions
are met?
A. Subject to capital gains tax
B. Tax-free
C. Taxed at ordinary income rate
D. Subject to additional taxes only

Early withdrawals from a Roth IRA can be tax-free if certain conditions are met. The primary condition is that the
account must have been open for at least five years, and the withdrawal must be for a qualified purpose, such as
reaching age 59½, becoming disabled, or using the funds for a first-time home purchase (up to a $10,000 limit).  
When these conditions are met, contributions made to the Roth IRA can be withdrawn at any time without tax or
penalty since contributions were made with after-tax dollars. Any earnings in the account, if distributed under
the conditions mentioned, are also tax-free. This provision is what defines the tax status of qualified withdrawals
from a Roth IRA, differentiating it from accounts like traditional IRAs, where withdrawals may be subject to
ordinary income tax rates and potential penalties if taken before age 59½.   Understanding these rules is crucial
for anyone utilizing a Roth IRA for retirement planning or early withdrawals, as they can significantly affect how
much money is ultimately accessible without tax implications.

9. What is the full form of the acronym SEC?
A. Securities and Exchange Commission
B. Standardized Exchange Committee
C. Securities Evaluation Corporation
D. Self-Exchange Commission

The acronym SEC stands for the Securities and Exchange Commission. This independent federal agency is
pivotal in regulating the U.S. securities markets and protecting investors. The SEC's primary responsibilities
include enforcing securities laws, overseeing the securities industry, and ensuring that market participants
adhere to fair trading practices. The agency plays a critical role in maintaining investor confidence and ensuring
that the financial markets operate effectively and transparently.  The other options do not accurately reflect the
established regulatory body. For example, the Standardized Exchange Committee and the Self-Exchange
Commission are not recognized entities within the financial regulatory framework. Similarly, the Securities
Evaluation Corporation does not exist as a formal oversight body and does not embody the functions and
responsibilities that the SEC holds. Hence, the full form of SEC is indeed the Securities and Exchange
Commission, reflecting its important role in the financial system.
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10. What information does not appear in a preliminary prospectus (red
herring)?
A. Final offering price
B. Estimated costs
C. Company overview
D. Market analysis

The correct choice indicates that the final offering price does not appear in a preliminary prospectus, also known
as a red herring. A preliminary prospectus is used during the early stages of the offering process and serves as
an informative document for potential investors. However, it is important to note that the final offering price is
not yet determined at this stage, as the issuer is still gauging interest and may set the price following feedback
from potential investors.  The preliminary prospectus typically includes a wide array of pertinent information
such as an overview of the company, which provides insights into its business operations and objectives. It also
includes estimated costs associated with the offering, which can include underwriting fees, legal expenses, and
other costs that may impact the final proceeds. Additionally, market analysis is often included to demonstrate
the potential for success and market demand for the company’s shares.  Thus, the absence of the final offering
price in the preliminary prospectus is due to the fact that this document is meant to present a forecast and
attract investor interest before the actual terms of the offering are finalized.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://finra-series6.examzify.com

We wish you the very best on your exam journey. You've got this!
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